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A.06.3.4


BOARD OF MANAGEMENT

AUDIT COMMITTEE

Minutes of Meeting

held on

Tuesday, 25th April, 2006

at 2.30pm

at the Nairn Learning Centre 

Present:
Dr J Hutt
(Convener)


Mrs M Gilchrist


Mr D Bedford


Mr B Hope

In attendance:
Mr F Hutcheon
(Director of Finance)


Mr W Duncan
(Clerk to the Board)


Mrs A Perry 
(Minute Secretary)


Miss A Crawford
 (Internal Auditor)

Dr Hutt welcomed everyone to the meeting.

	
	
	ACTION
	DATE

	A.06.2.1
	Resignations & Appointments
	
	

	1.1
	Mr Duncan pointed out that since Dr Hutt has been elected Vice-Chair of the Board of Management the Committee should consider the appointment of a new Convener.  Dr Hutt proposed and Mr Bedford seconded that the Committee recommend to the Board that Mr Hope become the new Convener of the Audit Committee.  Dr Hutt and Mr Hope agreed to confer over the duties of the role.
	Board 
	9/5/06

	
	
	
	

	A.06.2.2
	Apologies for Absence
	
	

	2.1
	There were no apologies for absence.
	
	

	
	
	
	

	A.06.2.3
	Additional Declarations of Interest including specific items on this meeting’s Agenda
	
	

	3.1
	There were no declarations of interest.
	
	

	
	
	
	

	A.06.2.4
	Minutes of Audit Committee held on 16 February 2006
	
	

	4.1
	Mr Bedford proposed and Mrs Gilchrist seconded that the minutes be accepted as an accurate record of the meeting.
	
	


	
	
	ACTION
	DATE

	A.06.2.5
	Matters Arising/Action Sheet – 16 February 2006
	
	

	5.1
	6.3 External Audit – Pension Provision:  Mr Bedford confirmed that UNISON had held strike action against the abolition of the 85 rule, where somebody has a lot of years service and reaches a certain age they can retire early without loss of pension.  Mr Duncan indicated there had been minimal picketing, and that the College had operated as normal during the daytime although there had been no evening classes.  
	
	

	
	
	
	

	5.2
	9.2 Risk Management Policy – update:  Mr Hutcheon confirmed that the full Board had agreed on the 21st February that the Board of Management should be “risk aware”, rather than “risk averse” and the Policy has been amended accordingly.
	
	

	
	
	
	

	5.3
	9.6 Paper tabled by Mr Hutcheon on Risk & External Income Generation:  Mr Hutcheon confirmed that this schedule is now standard in the monthly Management Accounts.  In response to an enquiry from Mr Bedford, Mr Hutcheon confirmed that the Prison Service sub-Contract with Motherwell College has not yet been signed, although both sides are anxious to reach agreement.  The dispute is over the type of staffing required to carry out the Contract.  He pointed out that although Moray College is receiving payment for the teaching it provides within the Prisons, nothing has been received in the way of the set up costs, which were in the region of £8k.    
	
	

	
	
	
	

	5.4
	9.6 Paper tabled by Mr Hutcheon on Risk & External Income Generation:  Mr Hutcheon explained that the loss of the “Support-4-Work” Contract at the Aberdeen and Elgin Programme Centres had also left a big gap in the External Income Generation Budget, but advised that George Cowie has been successful in achieving lead status for Moray College with the new “Gateway for Work” Contract that is due to commence in June.  This Contract is worth £120k to the College.
	
	

	
	
	
	

	5.5
	9.6 Paper tabled by Mr Hutcheon on Risk & External Income Generation:  Mr Hutcheon confirmed that the negotiated savings with the Divisions is working well, and the forecast surplus for the year is now 289k, an increase in £3k since February.  The FFR figure is still £333k.
	
	


	
	
	ACTION
	DATE

	A.06.2.06
	External Audit (i) Fee 2005/06
	
	

	6.1
	Mr Duncan confirmed that in his discussions with Brian Howarth (Senior Audit Manager) it was pointed out to him that the he is entitled to alter the indicative fee set by Audit Scotland centrally by up to 10% either way.  However, he had agreed to reduce his fee from £12,450 to £12,000 (net of VAT).  
	
	

	
	
	
	

	6.2
	External Audit (ii) Appointments for financial years 2006/07 to 2010/11
	
	

	
	Mr Duncan drew members’ attention to the communication he had received from Audit Scotland regarding their decision to move away from carrying out detailed audits for individual Colleges.  They will now carry out an overall audit on the Funding Council.  The Committee were satisfied that Moray College’s external audit would pass to Henderson-Loggie.
	
	

	
	
	
	

	A.06.2.07
	Internal Audit Reports: ICT, Student Finance & Income & Debt Recovery
	
	

	7.1
	Ms Crawford pointed out that this report followed her team’s second visit to the College.  She drew members’ attention to the Executive Summary at page 3, and stated that her team had found strong systems and procedures in income collection, credit control and student funding, and substantial systems and procedures in ICT.  She referred the Committee to her recommendations and the College’s responses in Appendix B of the report, and also the Benchmarking section on page 6, comparing the number and ranking of recommendations made following audits of a similar nature carried out at other Colleges.  
	
	

	
	
	
	

	7.2
	Miss Crawford stated that overall she had been satisfied with the review, but pointed out that there are 2 high priority recommendations within the ICT area.  She pointed out that her policy in the first year of a Contract at a new College is that with ICT she concentrates on recommending “best practice” issues from other Colleges.  Mr Hutcheon took issue with the fact that at page 14, point 10, “Back-ups of the academic system are not stored in a fireproof safe” is listed as a low priority.  Mr Duncan stated that to the best of his knowledge the back-ups are stored in fireproof buildings in Oban.  Dr Hutt requested that this be clarified and amended in the report accordingly.  
	Mr Duncan 
& 

Miss Crawford
	Immediate


	
	
	ACTION
	DATE

	7.3
	Mr Duncan took issue with point 11 on page 14, “We note that the College does not have a formal documented Business Continuity Plan in place”, highlighting the fact that the College currently has Disaster Recovery Plans for the Main Campus, Technology Centre, Learning Centres and ICT covering all sorts of eventualities, which are updated annually.  Miss Crawford observed that a Business Continuity Plan concentrates on ensuring that the College’s reputation remains intact and continues to attract its customers, and undertook to forward Mr Duncan some examples.  Dr Hutt requested that Mr Hutcheon and Mr Duncan confer over this.
	Miss Crawford

Mr Hutcheon &

Mr Duncan 
	Immediate

Update 30/5/06

	
	
	
	

	7.4
	Mr Duncan stated that he would prefer that individual’s names rather than job titles are listed in the Disaster Recovery Plans (point 2, page 12).  In response to a query from Mrs Gilchrist, Mr Hutcheon stated that the requirement on staff to change their computer password every 40 days is not onerous (point 5, page 13).  In response to a query from Mr Bedford, Mr Hutcheon confirmed that automatic log-offs would be implemented on all PCs throughout the College (point 7, page 14).  
	Miss Crawford
	For noting

	
	
	
	

	7.5
	Miss Crawford indicated that she would now move on to consider the College’s Annual Report, as well as agreeing the Audit Plan for next year.  Dr Hutt commended Miss Crawford on her useful and timeous report.
	Miss Crawford
	For noting

	
	
	
	

	A.06.2.08
	Annual inspection of Declarations of Interest file
	
	

	8.1
	Dr Hutt pointed out that during her inspection of the Declarations of Interest in 2005, she had found there was no consistency as to how the documents were completed and had produced an exemplar that had been circulated.  She was content that they have now become far more consistent.  It was noted that Anne Lindsay has not declared that she receives remuneration from Moray College.  Mr Hope suggested that Gifts & Hospitality should be limited to those worth over £20.  Dr Hutt requested that Mr Duncan discuss with Mrs Thomson her statement “Not willing to disclose” in relation to union membership, which is a registerable interest.  Members undertook to tell Mrs Perry during the year if alterations are required to their forms.  Mrs Perry reminded members that the Declarations of Interest forms are re-issued every 6 months.
	Mrs Perry

Mr Duncan 

Board members
	Immediate

Immediate

For noting




	
	
	ACTION
	DATE

	A.06.2.09
	Risk Management (i) Risk Register
	
	

	9.1
	Mr Hutcheon referred members to the updated Risk Register, and indicated that this is still work in progress.  He indicated that he had left the 67 risks on the Register to allow the Committee to see what the Risk Management Group has been working on during its first 5 meetings.  The shaded risks are those that the Group aim to concentrate upon and list in its Action Sheet.  In response to a query from Dr Hutt, Mr Hutcheon explained that the Group (Mr Hutcheon, Mr Duncan, Mrs Lindsay, Mr McGarry and Mr Cowie) decided upon the different levels of probability and impact merely by discussion amongst themselves.  Mr Bedford expressed surprise that the Group’s highest risk under Staffing was “lack of suitably qualified staff”.  Mr Hutcheon stated that this concern related to the need for higher qualified staff as the College moves closer to UHI and higher level courses, and the need for succession planning with regard to imminent retirals.  Mr Hope requested that Board members should have the opportunity of inputting this document.  Mr Hutcheon accepted the suggestion and commented that this will remain a “live” document.  Miss Crawford remarked that this is a useful document, but that it must be constantly monitored and risk levels increased/decreased as necessary. 

The Committee agreed that once the Risk Register is complete it would be circulated to Audit Committee members for consideration.
	Mr Hutcheon 
	For noting

	
	
	
	

	9.2
	Risk Management (ii) Risk Strategy
	
	

	
	Mr Hutcheon explained that whereas the Risk Policy states the College’s position, the Risk Strategy states how it will achieve that position.  He drew members’ attention to the timetable for implementation on page 3 and undertook to update the target dates concerning approval of the Risk Register.   Dr Hutt pointed out that this document is on the Staff Intranet, but it is not on the College Web page, and requested that the Board/Committee information be added to the Web page as soon as possible.  
	Mr Hutcheon 

Mrs Perry
	Immediate

30/5/06

	
	
	
	

	
	(The meeting adjourned at 3.36pm for 5 minutes)
	
	


	
	
	ACTION
	DATE

	9.3
	Risk Management (iii) College’s handling of cash
	
	

	
	Mr Hutcheon reminded members that this review was instigated following the discovery of the shortfall of cash in the Beechtree Training Restaurant.  In his opinion the systems are fundamentally sound, despite quite a number of useful recommendations having been made by the author of the report, Stuart Cruickshank (Finance Officer with specific responsibility for cash).  Mr Hutcheon advised that in the Beechtree all but one of the recommendations have been implemented – credit card machines, but 4 new ones have been delivered and await installation.  Following Mr Cruickshank’s recommendations having been implemented, the daily till printout difference is less than £1.    Mr Hutcheon indicated that virtually all the recommendations contained within the report have now been implemented.  
	
	

	
	
	
	

	9.4
	Mr Hutcheon explained that the issue concerning the Reception/Cash Till for Hair & Beauty/Hairdressing has not yet been resolved because it is a space issue.  The recommendation is that this Reception should be re-located close to the salons.  Mr Bedford pointed out that unless every client is accompanied from the salon to the Reception, some might avoid paying for treatments.  Mr Duncan explained that this Reception had been moved to its present location at the request of the Division because additional salon space was required, but he undertook to give the matter further consideration.  Mr Hutcheon indicated that a safe has been ordered to store the takings from the evening classes until the Finance Section re-opens the next day.  
	Mr Duncan 
	Immediate 



	
	
	
	

	9.5
	Mr Hutcheon indicated that spot-checks will be done regularly on the College tills and a formal review will be carried out every couple of years.  Dr Hutt requested that the Committee’s thanks be passed to Mr Cruickshank for his report.
	Mr Hutcheon 
	Immediate

	
	
	
	

	9.6
	Risk Management (iv) copy of PowerPoint Risk Presentation by Fraser Hutcheon
	
	

	
	Committee requested that Mr Hutcheon repeat his presentation for the full Board.
	Mr Duncan 
	Date to be arranged


	
	
	ACTION
	DATE

	A.06.2.10
	Overview of Auditor General’s Report on the former SFEFC by Fraser Hutcheon
	
	

	10.1
	Mr Hutcheon referred members to his overview of the Auditor General’s Report on the former SFEFC, and stated that the thread running through the 40-page report had been the concept of financial security.  In general, from July 2002 to July 2005 financial security had improved across the whole sector.  He highlighted, on page 3, the Colleges that had been worthy of comment in 2002, and underlined Moray College’s improved financial position.  Moray College is now deemed by the Funding Council to be financially secure, and at July 2005 had an operating surplus of £926k.  Mr Hope expressed his interest in reading the information on Benchmarking and Public Finance Initiatives (PFIs).  Mr Hutcheon pointed out that he is in receipt of both the Funding Council’s benchmarking report and the Rural Colleges one and will produce a report for a joint meeting of the Finance & Audit Committees later in the summer. 
	Mr Hutcheon 
	July 2006

	
	
	
	

	A.06.2.11
	Fraud Policy & Response Plan
	
	

	11.1
	Mr Duncan explained that prior to 2002 the College had only had a very brief Fraud Policy, but that the FAMS team had provided a sample document and ultimately approved the Moray College November 2002 one, which was ultimately approved by the full Board in February 2003.  That Policy is now due for review.  Mr Duncan pointed out that the changes had merely been in job titles, eg. College Accountant to Director of Finance.  
	
	

	
	
	
	

	11.2
	Referring to paragraph 11.1 of the Matters Arising sheet from the last meeting (agenda item A.06.2.05), Mr Duncan stated that “damage to property” is included at paragraph 1.2 of the Fraud Policy to cover damage to property by those employed by the College.  Further, that the “delegated limit” for the Principal is:  bad debts up to £7.5k; settlement of claims up to £5k; and settlement via insurance companies up to £15k.  The Committee considered that the delegated limit to the Principal under section 3, Roles & Responsibilities, should be £500.  Mr Duncan stated that in relation to contacting the Police about fraud, the College decides having considered the incident in question.  Dr Hutt confirmed that she has always been kept informed whenever something has arisen.  

The Committee were content with the minor amendments to the Policy.
	Mr Duncan
	Immediate


	
	
	ACTION
	DATE

	A.06.2.12
	SFEU – seminar for Clerks to Board 
	
	

	12.1
	Mr Duncan indicated that unfortunately due to the pressure of business given the current HMIe Review, he had had to pull out of a seminar for Clerks to the Board last week.  However, he reported that at the previous one there had been 3 main topics: 

(i) Training for Board members – and the need to hold training events in locations other than the central belt.  The next Association of Scottish Colleges training is likely to be in Inverurie, to accommodate Aberdeen, Banff & Buchan and Moray Colleges.  

(ii) Disclosure Scotland checks – the SFEU lawyer had recommended that all Colleges proceed to have Enhanced Checks carried out for all Board members.  Moray College Board agreed to this at the Board meeting in February. 

(iii) Self-evaluation – for Board/Committees.  All the Committees are currently evaluating their efficiency and effectiveness, and the Board will consider these on 23rd May at the Roles & Responsibilities meeting.
	
	

	
	
	
	

	12.2
	Mr Hope stated that the Clerk to the Board has a unique role as they require to have knowledge of every area of the College’s development and life, therefore investment in training is essential.  He and Mr Bedford expressed the view that there should be some succession planning in place for when any senior Members of the Management Team leave the post.   
	Mr Devenney

&

Mr Duncan
	For noting

	
	
	
	

	A.06.2.13
	Committee self-Evaluation 
	
	

	13.1
	Mr Duncan pointed out that the Quality Statement and Indicative Evidence sections of the document had been taken from the Code of Conduct, Section 8, and that Dr Hutt had completed the Sources of Evidence.  Mr Duncan explained that the Planned Actions section should hopefully merely be for “on-going” and “updating” as long as the College is satisfying the needs of the Auditors and GMAP.  Mr Bedford suggested that section 1.3 could have “Induction” & “Newsletter” added to the Planned Actions.  Miss Crawford observed that it is good practice that each Committee has the opportunity to consider its own evaluation.  Dr Hutt requested that the document be circulated to the Committee electronically and that they should then let Mr Duncan know any alterations they wish to make before it is considered by the full Board at the Roles and Responsibilities on 23rd May.
	Mr Hutcheon 

Mrs Perry
	For noting

Immediate

	
	
	ACTION
	DATE

	A.06.2.14
	Purchasing Procedures
	
	

	14.1
	Dr Hutt indicated that she had requested that this item be added to the agenda because when she had attended the Building Committee the Student representative had obviously been unaware of the conditions set out in this Procedure when seeking to buy furniture for the Student Common Room.  Mr Duncan advised that that application would not have been sanctioned by Estates because it did not meet section 7 of the Policy:  “Faculty/Department/Unit to prepare a full specification and obtain firm tenders from 3 suppliers.”  Mr Hutcheon undertook to update this Procedure by year-end and would add reference to “P-Cards” and date the document.  Dr Hutt stated that she wanted to be reassured staff are using this Procedure and that students are also in the loop.
	Mr Hutcheon 
	August 2006 

	
	
	
	

	A.06.2.15
	Reserve Minutes of meeting held on 16 February 2006
	
	

	15.1-15.2
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	A.O.C.B.1
	Pension Provision
	
	

	
	Mr Hutcheon indicated that he produced an explanatory note on College pension provision for the Finance & GP Committee, and he was requested to add a preliminary, introductory paragraph.  Once that has been done, it will be circulated to the full Board for reference.
	Mr Hutcheon 
	Done

	
	
	
	

	A.06.2.16
	Date of next meeting – 30th May 2006, 2.30pm
	
	

	
	
	
	

	
	(The meeting closed at 4.47pm)
	
	

	
	
	
	


9
Audit Committee 

                    Emboldened paragraphs, decisions taken

25/4/06

AP


